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SUBJECT: PAC-INDO LNG PROJECT 
REF: JAKARTA 11988; JAKARTA 11740 

1 . DEPARTMENT WOULD LIKE TO AUGMENT WITH ADDITIONAL INFOR- 
MATION AND SOME OF ITS OWN JUDGMENTS THE OUTLINE OF THE 
FORMAL USG REGULATORY PROCESS STATUS REPORT OF PAC INDO 
LNG PROJECT CONTAINED SEPTEL. THIS INFORMATION IS PROVIDED 
ON AN FYI BASIS ONLY WITHOUT DOE CONCURRENCE FOR USE IN 
DEVELOPING APPROACH FOR MANAGING BILATERAL RELATIONS AND 
SHOULD NOT BE DIVULGED TO INDONESIANS. 

2. IT IS OUR READING OF THE CURRENT SITUATION THAT IT IS 
THE SITING ISSUES AND RELATED REGULATORY DELAYS WHICH 
SHOULD BE THE FOCUS OF OUR ATTENTION. BASED ON CONVERSA- 
TIONS WITH VARIOUS PEOPLE AT DOE, WE EXPECT THAT THE DECI- 
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SION ON THE ESCALATOR WILL BE ANNOUNCED TOWARD THE END OF 
THIS MONTH AND THINK IT LIKELY TO BE POSITIVE. (THERE IS 
A GOOD CHANCE THAT DECISIONS ON THE MARITIME ISSUES WILL 
BE ANNOUNCED AT THE SAME TIME, BUT IN ANY CASE SHORTLY 
THEREAFTER). HOWEVER, THE POTENTIAL FOR FURTHER DELAY ON 
THE SITING ISSUE IS SUBSTANTIAL AND THERE IS VERY LITTLE 
HOPE THAT THERE WILL BE ANY SIGNFICIANT PUBLIC DECISIONS 
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ANNOUNCED BEFORE THE END OF THE YEAR. 

3. AT THE STATE LEVEL, THE CALIFORNIA PUBLIC UTILTIES 
COMMISSION'S (CPUC S) EFFORTS TO DEVELOP SAFETY ORDERS 
GOVERNING CONSTRUCTION OF THE RESERVOIRS AND REGASIFICA- 
TION FACILITIES ARE BEING SLOWED DOWN BY LEGAL ACTIONS 
ON BEHALF OF INDIAN GROUPS TO BLOCK REQUIRED SEISMO- 
GRAPHIC STUDIES ON THE BASIS THAT THE SITE IS HOLY GROUND. 
THE INITIAL GRANT OF A STAY WAS REVERSED ON APPEAL AND IS 
NOW BEFORE THE CALIFORNIA SUPREME COURT. ON THE BASIS OF 
CURRENTLY AVAILABLE DATA, CPUC ENGINEERING STAFF BELIEVES 
POINT CONCEPCION WILL PASS BOTH SEISMOGRAPHIC AND WIND 
AND WAVE TESTS IF LEGAL HURDLES CAN BE CLEARED. 

4. FERC IS CURRENTLY AWAITING SOME FINAL INFORMATION 
ON SITING QUESTION FROM THE COMPANIES AND STAFF WILL 
ISSUE THE FEDERAL ENVIRONMENTAL IMPACT STATEMENT (FEIS) 
OCTOBER 31. IT IS THEN EXPECTED THAT THE ADMINISTRATIVE 
LAW JUDGE WILL CERTIFY THE RECORD, I.E. CLOSE THE EVI- 
DENTIARY PHASE, IN EARLY NOVEMBER. CURRENT PUBLIC, BUT 
NOT ACTIVELY DISSEMINATED, SCHEDULING IN FERC CALLS FOR 
THE LAW JUDGE TO MAKE HIS DECISIONS ON THE CASE BY THE 
END OF MAY. (SCHEDULE ACTUALLY SHOWS APRIL 30 BUT THE 
FEIS ISSUANCES HAS LAGGED A MONTH AND STAFF ASSUMES 
DECISION WILL ALSO). 
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5. SOUTHERN CALIFORNIA GAS AND PERT AMINA REPS WERE VERY 
CONCERNED IN DISCUSSIONS WITH DEPARTMENT THAT INFO IN 
PARA 4 ABOVE NOT BE GIVEN TO GOI AT THIS POINT. THEIR 
ARGUMENT IS THAT, IF POSSIBILITY OF FURTHER DELAY ON 
SITING IS SURFACED AT THIS POINT WHEN FEELINGS ON PRICING 
ARE RUNNING HIGH, GOI WOULD IMMEDIATELY ACT TO CANCEL 
THE PROJECT. WHEREAS, IF THAT INFORMATION IS WITHHELD 
UNTIL AFTER THE ESCALATOR IS RESOLVED, THE GOI REACTION 
WILL BE MUCH MORE MANAGEABLE. 

6. AN ADDITIONAL REASON FOR NOT APPRISING THE INDO- 
NESIANS OF THE FERC SCHEDULE AT THIS TIME IS THAT THE 
COMPANIES HAVE ADVISED US THAT THEY INTEND TO FILE A 
MOTION WHICH WOULD HAVE THE EFFECT OF ALLOWING ERA TO 
MAKE ITS FINAL DECISION WITHOUT WAITING FOR THE ADMINS- 
TRATIVE LAW JUDGE TO MAKE HIS OWN JUDGMENT ON THE FACTS. 
THE COMPANIES BELIEVE THIS WOULD SHORTEN THE TOTAL TIME 
REQUIRED FOR A FINAL DECISION ON SITING. WE ARE NOT AT 
ALL CERTAIN THAT FERC AND/OR ERA WILL AGREE TO THIS PRO- 
CEDURE OR, EVEN IF THEY DID, THAT IT WOULD ACTUALLY 
SPEED UP THE PROCESS. IF THE MOTION IS ALLOWED, HOWEVER, 

IT WOULD CERTAINLY RENDER IRRELEVANT LAW JUDGE'S CURRENT 
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SCHEDULE FOR REACHING HIS DECISION AND PERHAPS FOR THIS 
REASON ALONE DISCUSSION OF THE FERC SCHEDULE WITH THE 
INDONESIANS SHOULD BE DEALYED. WE WOULD VERY MUCH 

APPRECIATE EMBASSY OPINION ON COMPANIES' JUDGMENT AND 
IMPLICIT STRATEGY FOR HANDLING THIS ISSUE. 

7. EVEN IF THE CURRENT MISUNDERSTANDING ON THE ESCALATOR 
IS SATISFACTORILY RESOLVED AND THE FEDERAL HANDLING OF 
THE SITING DECISION IS DONE IN THE MOST EXPEDITIOUS 
MANNER, IT IS ALMOST IMPOSSIBLE FOR THE REMAINING FEDERAL 
AND STATE DECISIONS TO BE MADE BEFORE THE END OF THIS 
YEAR AND, AS PROBABLY THE GOI KNOWS, VARIOUS CHALLENGES 
IN THE COURTS ARE VIRTUALLY CERTAIN. WE WOULD APPRECIATE 
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YOUR VIEWS ON HOW THE GOI WILL NOW REACT TO THE REALITY 
OF THE REMAINING REGULATORY PROCESS AND CONSIDER HOW WE 
CAN BEST MANAGE THESE REACTIONS IN A WAY WHICH DETRACTS 
THE LEAST FROM OUR RELATIONSHIPS, AND SUPPORTS THOSE GOI 
OFFICIALS WHO USUALLY COUNSEL PATIENCE IN DEALING WITH 
THE U.S. CHRISTOPHER 
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